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PROCEEDINGS
MODERATOR: | guesswe will go ahead and get Sarted.
Good afternoon. My nameis Tim Spissk. I'm the Amarillo
fidld office manger from Amarillo, Texas. And we are
garting conducting the fifth of five public megtingsto
discuss the helium regulations. The first meeting we had
was in Amarillo, the second in Houston and then in

Portland and Denver. And thisisthelast one herein

Washington.
Just acouple of comments before | start. 1'm going
to give atotal brief overview, probably 10, 15 minutes or

30, going over what we do in Amarillo and the hdium
program. And weve gotten a couple new more traditional
BLM functions. Il touch on them alittle bit and then

the helium stuff, pointing out particular areas where
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more used to the government developing regulations, a

proposed or rule and then going through this process.
Wefdt, and | think generdly speaking, were going

more towards getting comments on the front end before we

devel oped them and said we can work better determine what

3
types of issues are out there before we actudly gart
writing them. It's our intention it's very likely that
once we get alittle further dong and the regulations are
proposed, we will probably have another round of these I'm
not going to commit to that now. But | would say that'sa
pretty good bet that will go in that direction.
[Slide] Firg, I'll just cover some of authorities

that we operate under. The one that's probably or the one
that has probably alot of higtorica importance is the
Helium Act of 1960. Under that act, it authorized the
Bureau of Mines at that time to purchase hdium from

private companies that constructed helium extraction
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congtructed a 425 mile pipdine that terminates near
Amarillo, Texas and going up into Kansas. And it was
designed to take that gas from the private extractors and
ship it south for storage in the gas fidld.

The next act that dso had amgjor impact on our
current operation. It was the helium privatization act of
1996 one of the thingsit directed usto do was to get out

of the hdium refining business which we have done as well

4
as sl down. It came up with ameans of sdling down the
conservation helium that was purchased in the '60s and
"70s over aten year period, basicdly starting no later
than 2005.

It dso directed usto dispose of the propertieswe
no longer needed. And maybe alittle out of order, it
directed usto start our in kind crude helium sales.
Those are sdles where those private hdium refiners that

sl refined helium to afedera agency or a contractor
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16 have been in place alot longer than that. But the
3195 regulations are something we had afairly short
period of timeto develop and put in place. Because we
had to have them in place prior to our refining operations
closurein April of '98.

When the act passed in October of '96, we had about
an 18 month period for getting those regulations in place
and we took about ayear to do those. You might ask,
well, well aso take ayear to do aregulations. We
expect it will take alittle bit longer than that. Thein

kind regulations were fairly targeted to afairly small

5
group of individuas. They're not very controversid.
And we had a pretty close time line to get those done.
But welll talk alittle bit more about that in aminute,
[Slide] Besidesthe four main helium test that we do
in Amarillo. We aso picked up a couple of additiona

more traditiond BLM functions. Starting in October 1st
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not alot of - there's very little surface land in those
states and due to the proximity to Amarillo it made sense
to split up thisterritory and do some of the more
traditional functions out of the Amarillo office.

[Side] Thefirst one being the ingpection and
enforcement. We have a petroleum engineer and technician
whose primary job isto ingpect the 700 or so federd
welsin southwestern Kansas and those in Oklahoma, the
panhandle. And having aPET located in Amarillo just
mekesit alittle bit lesstrave time, alittle bit more
efficient way of dividing up the work force.

In this area, we're not talking about regulations.

BLM has awell developed set of regulations for that. But

for completeness, | want to kind of go over that redl

1 quick.

2

[Slide] The other areas are typica public land

3 management type activities. The helium program required
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area.

This map does show dl the rights that we havein the
area, the Bush dome where we own the gas rights and the
storage rights and this other greenish color here that we
own gasrightsinthat. And then thelight blueisthe
gas. Everything but the ail rights.

[Side] Thefirs mgor helium task is our
tranamisson function. Thisis anchored by the diff side
storage field. We've got about a little under 30 billion
cubic feet of government owned helium remaining from the
32 that was purchased in the early '60s and '70s, alittle
under 4.5 billion cubic feet of privatey owned helium and
al of that is surrounded by about 200 billion cubic feet
of natura gas.

This map shows how the hdium grades from a 70
percent quality dl the way down to alittle under two

percent helium.
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extractors which are the blue circles with privately owned
helium refiners which are the triangles.

Y ou will seethat typicdly often there will bea
privately owned extractor next to a privately owned
refiner. Thisdlows the extractor to supply the refiner
with itshdlium. If the extractor has more helium than
the refiner needs, then that hdium can go into storage.

If the extractor doesn't produce enough helium for the
refiner, that dlows the refiner to pull helium out of
storage. Without the connectivity provided by the
pipdine, we could potentiadly have alot of hdium that
would not be recovered. 1t would ether have to be sold
or lost.

And 0 in the system, both the pipeline and the field
down here near Amarillo alows for private companiesto
defer sales of the helium for next week, next month or
three years from now or whatever time. Soit actsasa
real good benefit to ensure that we conserve the helium

that is being produced from the big mid-confident area or
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produce the helium back out of the field, we're having to
build some modifications out in the fied, the first one
being the pipdine crude hdium compressor. Thiswas

ingaled through a partnership with private industry

where they congtructed and paid for the compressor to help

compress the gas coming out of the field into the pipdine

and were in negotiations now to build a crude hdium
enrichment unit Smilar to this one picture that will help
us manage the gas field over the long haull.

One of the things that we would like to get your
comments on iswould you have any suggestions for
improving the processes that we currently use for storing
private heium at the Cliffsde Storage Facility, anything
adong those lines. Thisisan areathat we do use storage
contracts and alot of it is done through contracting and
through feedback with private industry. It lookslikel
think things are pretty well settled. But if there are
some suggestions you might have, we certainly would

welcome those.
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9
legidation that was passed in '96 does specify that the
reserve would need to be sold down and the language is
along the lines of no later than 2005. The Secretary
would offer for sale - offer for saleis an important key
phrase there - but about 1/10th of the reserve from 2005
to 2015.

One other thing that points out is the minimum price
for which we have to sdll that. Right now that priceis
about $50.00 a 1,000 cubic feet. That's now roughly

double the current market value for the crude helium. And
| think the intent there is being that it not compete with

the private crude helium market and ensure thet there's
conservetion of that helium reserve,

But thisis an area where we would like as much input
as possible to help us develop a means that will be able
to sl thisreserve in aresponsble and a manner that
will encourage conservation.

Now, a couple of years ago, | would say that by 2005,



24 being put on the market. And we are directed to do it

25 through consultation with the private industry. And that

8

9

10

iswhat were doing here. But whatever information or any
ideas that you would have in that area, we certainly would
like to hear them.

Also, while thein kind saes regulations have been
in place for acouple of years, it would be a good time
that if you have any thoughts or any ideas about making
those better, to go ahead and get those comments into us.
Wefed likeif were going through the process of going

through and developing regulations, thet it would be an

10 ided time to make adjustmentsto those if necessary.

11

This chart down here shows the helium produced over

12 thelast 15 yearsof U.S. produced hdium. Theblueis

13 private supply. The green being that sold by the Bureau

14 of Mineswhen it had its refining capability. And the

15 ydlow isthein kind salestaking the place of the Bureau
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the evaluation gas andysis areas. One of the tests that
we do istrack helium reserves across the United States
and to alesser extent around the world. Wetry to
classfy helium reserves that are depleting and non-

depleting so we could have a better idea of when we have

11
to maybe change our operations to meet those types of
demands.

This map shows helium bearing and naturd gases
throughout the U.S. The blueis generdly about .3
percent helium or less. And the gold color is showing
reserves that are .3 percent or greater. Now, generally
speaking, rule of thumb, .3 percent or higher ismore
economicaly viable for recovery. Although that doesn't
aways hold true. If theré's some other activity, for

ingance, some LNG facilities or whatever they're
concentrating natural gas production work, it might enrich

the helium feed. It might be economicd there.
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weld like some input on. Also, ameans of trying to
collect dataworldwide. Because more and more of the
helium market is becoming more and more of worldwide
importance.

In that prior chart, it showed sdes around $4
billion ayear. About one billion cubic feet of that is
actually exported outside this country.

[Slide] The second part of our helium evauation gas

12
andydsisour gas andydsfunctions. We havea
database of about 20,000 gas samples starting since 1917.
And these gas samples are sampled al across the United
States, specificaly andyzing for hdium. But most of
them have a complete mass spectrometer breakdown. We used
that to help determine those helium reservesand also a
sampling is done for the storage program. The various gas
levels that we put into production, aswell asthe

pipeline companies dong our pipdine. The gas andyses
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that we go out and would that be something that could be
incorporated in aregulation that would increase the
coverage of the sampling program and maybe identify
sources of helium that we may not know about right now?

[Slide] Thelast mgor task that we do down at
Amarillo is keeping up with hdium produced on federd
lands. We determined the hdium ownership rights as well
as collect and audit the fees, sdles and roydties from
those sales made on federd lands.

Thisright hereis Section 8. Out of astandard BLM

oil and gaslease, it Specificdly reserves the helium on

13
federd landsto the federa government. And theresa
sentence in there which directs that this clause be
contained in any other gas contracts that are made from
that point. We've noticed that this particular cause
often gets, oh, dropped or forgotten about. And it has

caused some problemsin ustrying to find helium that is
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some regulations and help in this area.

Generdly spesking, helium that is coming off of
federa lands and is produced, extracted and sold, there's
arequirement that a portion of those monies be paid back
to the helium program and consequently the Treasury. And
with al different operators spread throughout the
producing area, we need some help in being able to track
down those types of helium being produced in those aress.
And this is where we need some help.

Some of the questions that we have to get some input
on. For ingtance, isit reasonable to alow an eight
percent loss of helium from the well head to the point of
sde before seeking compensation? Could we use amethod

smilar to the one used to protect oil and gas to protect

14

1 hdium from drainage?

2

Also, should we require a separate bond to cover

3 hdium production? Or should we alow operatorsto



9 dreamsin close proximity to extraction plantsor in

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

areas where there's local BGU gas content.

[Side] Thismap showsthe growing area where hdium
isbeing produced. Thisareashowsthe pipdine. But
there are severd plantsin Eastern Colorado, Eastern Utah
and Southwestern Wyoming that are producing - taking
helium out of naturd gas production, al theway upto a
gaseous or liquid form - they're not part of the pipeline
system, but there is production off of federa lands that
we're trying to track. There's also some reservesin New
Mexico and Arizona that are being looked at and evauated
now for possible production.

Soitiskind of a- in some respectsit's limited to
apaticular area. Butit'sdill apretty big area. And
we're hoping that the regulatory development can help us
give us the tools that we need to better attract the

federa helium that's being produced and sold.

15
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7 that. And after were done with the presentations, well

8 entertain any questions that you have.
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We want to emphasize that the questions when it comes
to point of facts or current operating procedures, well
be glad to answer. But when it comesto policy or
speculaing about what we think might hgppen, our main
point isfor thisto be alistening session. We want to
hear your thoughts and ideas. But the whole point of this
isto get that information prior to getting into the
actua development phase. And so well try to defer those
guestions. It'simportant to get those on the record.
Because those help us identify the types of concerns that
the public has and it will give us alittle better
database to develop regulations that will cover those
concerns. At thistime - is Phil firg? We will bring
this back on, but the comment period does continue through
March 26th. And often times, you may not think of

something right now, but it could be an hour from now or
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Or they could be hand delivered mail. And dso, for more
information, go to our web Site a www.nm.bim.gov or ask
generd comments to this e-mail address here. |
understand Phil is going to be using the overhead.
Once he's done, welll put this back up so you can
take notes. Also, well be posting this presentation as
well as the transcripts from the various public sessons
upon the Internet in the next week or two.
COMMENT: I'm Phil Kornbluth. I'm Vice
President of Specia Products for BOC Gases and I've got
some comments to offer. Regarding the disposition of
crude helium from the BLM stockpile. [Viewgraph.] My firg
typo there, it's now 2001. | would encourage you to ask
questions if that's okay with you, Tim, while were going
through this.
[Viewgraph.]. The scope of our process will be limited
to the process that will be utilized to dispose of crude
helium from the stockpile. That's a subject near and dear

to the primary refiners. The specific issues that | want
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helium sold from the stockpile be priced? Which, of
course, isakey issue. Who should be eigible to bid?
And another issue that as we have thought through the
process, what would happen if bids are received for more
than the quantity of crude helium that is offered for
se?

So those are the topics I'm going to discuss. My
firs dideisredly aone dide overview. | wasn't sure
if we were going to have five minutes or fifteen minutes.

I think | will probably need about fifteen if | go through
al of them.

[Viewgraph]. Thisisaone dide summary of our view
of how the whole thing should work. Firg of dl, we
think thet the initid offer to sal crude helium should
be made as soon as the regulaions are in place.

Tim mentioned the legidation that says that crude
helium mugt be offered for sde no later than January 1,

2005. Ther€'s no reason why it couldn't be offered
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The sze of the block in our view isthat it should go

grictly in accordance with the legidation. The

18
legidation says between the time you start sdling and
2015, you are offering it in quantities. So you sl it
off on adraight linebasis. We have no problem with
srict adherence to the legidation on that point.

If bids are over subscribed, for instance, three

billion feet is offered for sdle and offers are received

for four billion cubic feet. Our thoughts are that the

way you would ded with that is dlocate the offered crude
helium to the bidders on a pro rata basis.

The next point then term sales. We don't think term
sdes should be allowed. And | have got some backup for
this point and dl the other points behind here. And as
far asthe price, our view isthat the crude helium should
be offered for sde at prices that are established based

on the formula described in the Helium Privatization Act.



21 bedlowed to bid on the crude helium.

22 [Viewgragph]. A little bit of the reasoning behind
23 thesethings. And some of these things are allittle

24 counter intuitive. What we tried to do is go through the

25 mechanics and actudly think through what might happenin

19
1 different Stuations, what would work, what wouldn't work.
2 Asfar asthetiming, | sort of went through that
3 point. We know when the sdes have to commence by, but we
4 don't know when were going to start. And the blue are
5 the points I'm trying to emphasize.
6 Wethink the initia sales should take place as soon
7 asregulationsarein place. We understand that might be
8 about two years from now according to Tim. One of the
9 reasons behind this recent high natura gas prices and
10 ungtable energy markets give rise to the possibility of
11 accelerated depletion of privately owned inventory.

12 Now, we have seen gas that was normally processed for



18

19

20

21

22

23

24

25

[EEN

now and 2005. But again, if you're ready to offer this
suff for sale earlier, we can't see what it would hurt.

And thislagt point, we would redly like to be
dlowed to darify when he sdles will commence as soon as
possible. So that potentia buyers can factor it into
their long range plans. It is an important point to us
and | believe to our competitors to know when the crude

hdium sales will gart.

20

[Viewgrgph]. Thisnext dideisalittle bit of a
discussion on the question of term saes versus recurring
spot sdles. Again, we recommend that a block should be
offered for sde annualy at the same time each yeer.
Again, this predictability isimportant to us. Thesze
of the block should be established in accordance with the
act.

We see some problems with term sdes. Intuitively,

you would say that would be a greet thing for the
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And 0 it could be in the private helium industry.
It's very common for us to find a crude helium producer
and enter into an agreement ten, fifteen years. They
produceit. We buy it and pay for it when they produce
it. And so the concept of aterm sae here would be that
you can control alarger quantity of crude hdlium in the
stockpile than you've actudly paid for and take ddlivery
over time,

The problems that we see with it, firgt of dl, if
for ingtance you could interpret that the BLM could sl -

could do - could enter into agreements that would sd

21
the 30 hillion feet over ten years, 3 billion feet ayear.
And you might have three agreements like that that would
sl it timing wise Smilar to what the legidation
contemplated.
The problem | would have with that is we wouldn't

like to see abidder lock up a huge block in an effort to
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our view isif you want to contrdl it, you should have to
pay for it dong the samelines.

Redly, thisisavery smilar point. If you wereto
alow someone to control the inventory without paying for
it, then in effect the government is paying the interest.
| mean, the government isincurring the carrying cost.
And dthough we might like that as a private refiner, it
seemslike that is not going to fly. That would be a
pretty unfair thing for the government.

And findly, one of the key pointsin the legidation
iswhatever is done, it shouldn't disrupt or shouldn't be
overly disruptive to world helium markets. And what we
would seeisif you could do term dedls, you would have

probably avery rapid influx of new entrantswhich is

22

1 potentidly disruptive to world helium markets. Y ou could

2 have an immediate going from atight market or a short

3 maket to an immediately over supplied market. And again,
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Mr. Kornbluth: I'm advocating that the government not
sl crude hdium on aterm basis. So we're saying it
should be an annua spot sale basis, an annud bid.

[Viewgraph.]. Thisisthe pricing issuewhichis
another key issue. And we would offer the crude - if it
were up to us, wed like to see the crude offered at the
price caculated in accordance with the legidation.

One of the big things there isit's somewhat
predictable. And again, the planning dement is important
to us. The other thing that it would do isit wouldn't
guarantee that the debt would be repaid. And that isone
of the key points of the legidation. So we would see
that asleast disruptive to the helium market.

Lower prices might seem attractive. Sure, we would
love to have lower cogts and al of that kind of thing.

But at first blush, you would say, okay. That should be

attractive to the refiners, but legidation required to

23



6 And frankly, given the current view of the market, we
7 think the markets are tightening. And thereisavery

8 red scenario that saysthat priceswill riseto aleve

9 where crude helium from the stockpile could be

10 competitive. And so again, things change. The crysta

11 bal isgood for ayear or two. But right now it looks

12 likethat that might be the case.

13 Prices above the formula price might be redizable if
14 you chose to set higher prices or some kind of an auction.
15 But they wouldn't be required to retire the hdium

16 program'sdebt. And I've go thisview in mind of just

17 speculation where one year this Suff costs fifty bucks,

18 the next year it costs 70 bucks, the next year it costs 60
19 bucks, the next year it costs 90 bucks. It's very hard to
20 run abusiness when your cogts are jumping around like
21 that. Andit'snot an optima Stuation from our

22 dandpoint.

23 [Viewgraph.]. Another thing we thought about is what

24 could go wrong with this or what do you have to ded with.
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And we think that isafairly smple thing to ded with.

We would divide the crude hdlium that was offered amongst
the bidders on apro ratabasis. So asmpleformula,

what you would get would be the volume thet you offered to
purchase over the volume that dl bidders offer to

purchase times the quantity offered for sde. A smple
formula

And again, that is the dternative to the auction
process. Butitisaway to fairly alocate the crude
helium.

[Viewgraph.]. And then my last dideis show should be
alowed to bid? In our view, thisis an easy one. If you
have a contract, a storage contract, you should be alowed
tobid. That isvery sraight forward.

MODERATOR: Do you see any regtrictions to anybody
else bidding?

Mr. Kornbluth: No, not redly. | think there are
some regtrictions now in thet thereisafee. So you

can't have a storage contract - | guess you can, but most
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1 who say they have acontract. So, any questions? Tim or
2 anybody?
3 COMMENT: If you have the same price for everybody, how
4 do you discriminate who getsit?
5 Mr. Kornbluth: Well, again, what we said wasif more
6 folkswanted the hdium than was offered, then you would
7 dlocateit onaproratabasis. Soif you had three
8 hillion feet offered and the bid isfor four billion feet,
9 then everybody would get three-fourths of the quantity
10 they bid upon.
11 There's one more point | want to make. Thisisagain
12 the auction versusthe setting of price. | could envison
13 ascenario where suppose you had three billion feet
14 offered and you had bids, a bid from Company A for one
15 hillion cubic feet at $65 and a bid for abillion cubic
16 feet from Company B for $55 and you have abillion feet
17 that nobody bid on. | think that isalittle

18 problemeticd for me with saes from the government
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sling the Suff to different parties a different prices
asthe U.S. government. When in fact you might have
another billion feet that nobody bid on. And they could
have had it for the minimum price. And 0| have alittle
bit of a problem with the bidding process. Even though
when you firgt think about this, the first reaction, |
think, of alot of people would be just auction it off.
But again, | think we might have some problems.

COMMENT: | just have a question about what you said
about who should be digible to bid. Isthe concern more
aong the lines of someone not having adequate storage for
it? Or actualy isthat perhaps away that - are you
interested in trying to maybe certify and limit the
number?

Mr. Kornbluth: No, not at all. ...... , | believe
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wants to speculate in crude helium, $20,000 getsyou a
contract and see if you can corner the market. But |
wouldn't expect alot of that. Ther€'s going to be alot

of | would imagine gamesmanship just like there dwaysis

in something thet is competitive. But, no. The intent.

27
Itisredly an open bid. $20,000 is your entry fee.
COMMENT: That pro rata business, you're assuming that
the minimum price isthe price set by the lav?
Mr. Kornbluth: Yes. And frankly, even if it wasn't -
and these are our idess - we're not thinking that they're
going to say, okay. Heréstheregulaions. But even if
the price was set above the formula price, | think it
would still be preferable to have a posted price as
opposed to having an auction. Anybody else? Thanks, Tim.

MODERATOR: The pricesthat Phil wastaking about is

11 sorage contracts. Annudly, it'sa$12,000 fee which he

12 wasreferring to. If you have aplant actudly connected
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company has either into or out of the system. And so by
definition, the storage contracts collect through those
contracts the cost for the government to store private
helium. And that isthe meansthat we doit. Any other
presentations or anything? I'll certainly open it to any
questions you may have. We may or may not be able to
answer it, but thisisaway to get your thoughts on the

record and give us something to consder as we dart

28

developing the regulations.

Mr. Kornbluth:  What's the process? In other
words, you're going to get Some comments. Y ou got some
comments just now. You'e probably going to get some
written comments. Then what? 'Y ou and some of your
colleagues St around the conference room. | mean, who
formsthe regulations, the draft regulations?

MODERATOR: Wdll, we have a hdium regulations team

that was formed in September that came down to Amaxillo.
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regulations, to leasing, al of that sort of thing, kind
of awide variety of people.

By March 26th, we expect thisinitid comment period
to close down at which point we will pull al of those
comments together and kind of go through some
categorization process to put them into the various boxes
that we're looking at.

And theway | undergand it isthe Amarillo people
will put together some draft regulations, just something
to start out with, that the team will then consider. And

then | would suspect it would bounce back and forth within
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BLM for awhile until we develop proposed regulations.

At which time, they would be posted and another round
of comment periods like this. And then we get those
comments, put them back into the mix, make any changes or
not just depending upon what the comments are and bounce

around and then put them out in afind draft.
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graight forward. Thereésnot alot of controversy. But
there are some areas that potentially could be.
So | think that the two year timeframe that we have
right now is probably redigtic. But if it goesfaster
than that, well, were not going to hold it up just to say
we said it would teke two years. But | would think just
the human nature and the way things work iswe will
probably use al of two years and maybe then some.
But | think it isimportant to note thet the law as
far asthe crude helium sales portion is concerned does
say no later than 2005. And it would be my expectation
that when the regulations are published find that there
would be no reason not to sart sdling helium at that

point. We don't have to wait until 2005. It could be as
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1 soon aswe have the regulations.

2

COMMENT: Tim, just aquestion. There is some ambiguity

3 inthelanguage no later than 2005 which could imply that
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beyond 2015 as long as you've made an effort to sell most
of it by 2015. Or do you haveto in year two, for
instance, carry some pro rata portion of the spillover?
MODERATOR: | don't think we have to do - the only
thing we have to do according to the legidation is offer
for sdle. So, say in 2005 asyou say it wasthree
billion, would you carry thet - say only two billion were
sold. Would that billion be carried over? Or would it be
pushed to 20167 | don't know. What do you think? What
do you think should happen? Should it just carry over?
Or push it to 20167?
COMMENT: I think the market should decide what should
sl at that price. 1t very well could be that in year
two instead of trying to sdl one-ninth of 28 billion at
that point, you may go back and try to sell whatever the

market dlowsyou to sdl. You could literdly extend
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6 From reading the legidation, | think that's what it says.

7 1t wouldn't matter to meif it went until 2016 or if you

8 solditdl inthe second year because you didn't sdll it

9 inthefirg year. That isapoint | think that is
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addressed in the legidation.

MODERATOR: It'samazing, the legidation. It seems
like you have ten people read a paragraph, you get ten
different answers. And | haven't looked at that
particular section of the language to remember exactly
what it says.

COMMENT: | think the legidation says you have to offer
it al for sdle by 2015. It doesn't say you actualy have
tosdl it.

MODERATOR: If | recdll, it seemsto me thet is more
like whatever that amount is. Inthet fird year, it's
that same amount &t least. Offer that for sde for the
next ten years. But what happensif it isn't offered for
sde? It doesn't addressthet at dl. Which | would

guess that that's the thrust - wouldn't that be what you
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MODERATOR. Oh, yeah. When it comesto 2005, it is
my expectation completely that there won't be any
ambiguity at dl. Everybody will know very dearly how
that will go. Just because it doesn't say inthe
legidation, it doesn't mean we should continue. | mean,
surely through this process and your comments and the back
and forth in the regulatory process, we will come up with
something that will maybe not satisfy everybody. But it
will certainly take everybody's concerns into account and
work within the way that we think is best.

COMMENT: Don't you think that supply and demand will
play arolein that too?

MODERATOR: Absolutely. | think basicaly what it
boils down to - that's why they put the offer for sdein
there. If they would have said well sdl, | mean, the
market's going to decide redly when you have a price that
is set or there is amechanism for determining that that

takes away one of the market's means of moderating that
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that in less than eight years the consumption doubled.
And you said haf of that, if | understood you correctly,
was exported. Total market.

MODERATOR: No. It's been about abillion ayear for

thelast severa years. And the tota market - it shows
about 4.5 billionin 2000. And it seemslike one hillion

of that was exported. Does that sound about right, about
one hillion last year exported? About 25 percent. Andin
the last five years, it's been about that range. The way

| understand it, there are additiond plants coming online
world wide that will fairly keep up with the growth that

is happening worldwide.

COMMENT: | guess my concern wasin the tight market
that we as the consumers saw this year with severa things
that happened, and growth of consumption in the worldwide
market probably growing - maybe growing faster than the
domestic market. It raisesthe question in my mind if

there is any export regulations here that might come into
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and alot of press. And it just occurred to me that that
might be an issue that would take some condideration in
terms of policy over the next five or ten years.

COMMENT: Tim, | think that there is an import
regulation or duty right now that it is not that high.
But | think it's three point something percent which would
impede importing if anyone needed to into this country.
And so | think you need to look both at exports and import
duties or pendties or whatever you want to cdl it. If
you're going to look at one, you haveto look at the
other. The United States, of course, was the major
exporter of helium for the world. We had probably 95
percent of the market. That isno longer true. Nor will
it beinthe future. Asl can seeanyway. It'sgoingto

come from other gas producing placesin theworld. Sowe
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United States. There's probably some out there, but it's
probably fairly - probably have afairly good handle on
what's out there. And that is afinite amount. And at
some point, the supply and demand is going to cross. And

theré's going to be some point where you're going to see
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some smilaitieswith the ail indugtry. Wherein the
early days, there was plenty of ail for everything. And
now were importing oil. And so thismay be - | wouldn't
even guess when - maybe along time out. But we could
have asmilar circumstance with helium down the road.

COMMENT: That iswhy | was relating more pressure on
more and more interest in buying the reservesin the
future because of that factor.

COMMENT: | would like to mention the fact thet thisis
araher specid Stuation. Hdlium isacommodity. And
commodities have smilarities. But they dso have

differences. And the Storage system stores many years
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it isthat over the years that this sorage system has
been in existence, it has been a tremendous benefit to the
consumer in stabilizing prices.

We have seen in this last year domestic ail, gasoline
and natura gas prices change by very sgnificant anounts
because they're sengtive to the supply and demand
gtuation.

In helium, there are changesin price from time-to-
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time. But they are not of that kind of magnitude. And
the reason is that no short-term excess of demand over
supply can exist aslong as you have this large quantity
in storage when you have atight supply Stuation and draw
out of sorage. That tends to maintain the congstent
flow of product to the consumer.

And it has worked extremey well. Not only does that
satisfy the United States user, but this particular

dorage system stabilizes the stuation for the whole
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there were operating difficulties at a number of plants,

some on the pipeine system and some of the large plants

in locations not connected with the pipeline had very

sgnificant operating difficulties. And the pipdine or

the storage system generaly speaking took care of that.
But it was a very tight Situation. And hopefully, in

future years, you won't get a combination of ill fortune

a so many different producing locations. 1t can happen

again, but | would generally speaking expect that in

future years, you won't get that concentration of plant

difficulties.
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MODERATOR: Anybody els? Well, once again, this
presentation and the comments will be put up on the web
stesin the next couple of weeks or o if you're
interested in the information there. | encourage you to
go look at that. | especially encourage you to put any

comments you might have - that you've thought about either
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COMMENT: Tim, if we have abrilliant idea on March
27th, 1 mean, obvioudy we al want to follow the law and
not do anything inappropriate. Would it be okay to send
it or at that point do we hold our good ideas until the
public comment period on the proposed - or when you
actualy have a draft.

MODERATOR: | think theway it saysit isit may not
be. [laughter] We will judge whether it's brilliant or
not.

COMMENT: Tim, your previous four meetings, are those
comments on the web?

MODERATOR: Not yet. Earlier thisweek the
transcripts arrived from the firgt two meetings. And they

take aweek or so. And you will get to hear me kind of
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1 drone on with very similar type language for the prior

2 four ones. | know each ong's alittle bit different and

3 maybe more different than | think. Anything else? Wall,



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25



